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STEEL BOILERS 


The boiler industry started in Illinois in 1868 in the small 
prairie town of Kewanee, today the site of the largest 
steel boiler enterprise in the world. This first Illinois 
boiler plant was one of the earliest of its kind in the 
country and by 1880 had its own machine shop and iron 
foundry. Always a leader in the industry, the Kewanee 
plant was among the first to introduce the “smokeless” 
boiler and utilize electric welding. 

Today Illinois is one of the leading boiler-producing 
states, and other large boiler manufacturing plants are 
located at Waukegan, Rockford, and Springfield. Some 
boilers are also produced by a number of companies prin- 
cipally interested in other products, such as oil burners. 

In his search for comfort and satisfactory home heat- 
ing, man first turned to the fireplace, which at best was 
inefficient and radiated heat only to the front over a small 
area. This area was increased by enclosing the fire in a 
stove and moving it to the center of the room. Later he 
evolved the central heating unit in the cellar which sends 
heat to the rooms above, either by warm air, or by hot 
water or steam. Today the heating boiler is the heart of 
many household units and of almost every large heating 
system, and sends heat in the form of steam, vapor, or 
hot water to radiators wherever warmth is desired. 

The use of steam under pressure has interested men 
for centuries. As long ago as 150 B. C. an Alexandrian 
named Hero created the first boiler, although he saw in it 
only an amusing toy. Internally fired boilers, probably 
used for cooking, were found in the ruins of Pompeii. 
Although the use of boilers to create steam for heating 
did not become prevalent until the twentieth century, the 
generation of steam for power dates back to 1698, when 
steam was first used to do useful work. In that year a 
British inventor, John Savery, created a boiler to raise 
the water in British mines and pump out drowned work- 
ings. By 1766 James Watt had harnessed steam to’ the 
engine and made possible today’s power boiler industry, 
which furnishes the boilers for locomotives, ships, elec- 
tric power, and other devices utilizing steam pressure. 

Early boilermaking was carried on in the age of brawn 
and each boiler was handmade and hand-riveted. Modern 
boilers, which vary in size from home furnaces to gigantic 
industrial and office building types, are either pressure- 
tiveted or welded. The greatest change in production 
methods came when electric welding made possible the 
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manufacture of smaller and stronger steel boilers. The 
first welded boilers went on the market in the 1920’s and 
soon afterward the industry adopted production-line 
methods. Steel, the leading material used in the construc- 
tion of boilers, has advanced the industry by providing the 
extra strength demanded by quick temperature changes 
caused by automatic firing. 

Boilers are essentially metallic vessels in which water 
is heated and converted to steam. They may be classified 
as being externally or internally fired and are usually 
designed to maximize contact of the fire and hot gases 
with the surfaces of the water jacket. Tubular boilers 
accomplish this by means of a series of long tubes inside 
the boiler. If the hot gases pass through tubes surrounded 
by water, the boiler is fire tubular; if the water is in the 
tubes, it is water tubular. There is no “best” kind of 
boiler, although one kind may be better suited than 
another for a particular class of work. 

Every boiler has two jobs, to make heat by burning 
fuel, and to use the heat by transferring it to the water 
in the boiler. Since the object of any boiler is to rob the 
fuel of its heat as economically as possible, in some 
boilers the furnace is enclosed in a firebrick combustion 
chamber which does not admit the hot gases to the heat- 
ing surfaces until combustion is almost complete. These 
boilers burn nearly all of the fuel before contact with the 
water reduces completeness of combustion. Modern boilers 
may usually be converted to burn either coal, oil, or gas, 
depending on which will be most suitable. 

The requirements for a good boiler include simple 
construction, a large water surface and thorough circula- 
tion of water to maintain all parts at one temperature, a 
combustion chamber that completely burns all gases, and 
ready accessibility of all parts for cleaning and repairs. 
The gradual development of the steam boiler has been in 
the direction of increased heating surfaces, reduction in 
weight, and higher pressures. Improvements in production 
methods have come slowly, and the American Association 
of Mechanical Engineers has helped in this process by 
setting up minimum standards for boiler construction. 

Thus, from its humble start in the small shop at 
Kewanee, the Illinois boiler industry has grown with the 
times until today it produces steel boilers which provide 
power for every type of steam engine and heat every size 
and type of building from small home to skyscraper. 
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Reflections on the Christmas 
Trade 


Did you shop late and have trouble with your Christmas 
list? Did you go from store to store, fighting the crowds, 
trying to get just the right thing at a price you could 
afford? And end up substituting something else? So 
did we! 

The first returns are in. They show, despite all the 
fears about consumer resistance undermining business, 
that sales between Thanksgiving and Christmas were 
above those of 1947. How much the retailers’ fears re- 
tarded sales no one car say; but it seems clear that they 
did not make for the best merchandising policy. 


Doing Business with Inadequate Inventories 


We have been impressed with the relatively “sold out” 
condition of many stores. It was practically impossible in 
the last few days before Christmas to find a normal 
selection of grades and sizes anywhere. Offerings were 
spotty, not only in Christmas specialties like toys, but in 
many other products, such as sheets, women’s gloves, and 
photographic equipment. 

We recognize that the experience of a few people may 
not be typical. No doubt there weré and still are stores 
with excess inventories. But even if stocks are not short 
or unbalanced as a general rule, the question is focused 
more sharply for the stores where they are. 

The process of reducing inventories was accelerated 
in November when, partly as a result of unusually warm 
fall weather, sales dropped below the 1947 level. Jittery 
merchants all over the country concluded, “The buyers’ 
market is here! Stop buying! Cancel everything possible !”’ 

Fears of a decline were so strong that sales were 
advertised before Christmas, before the full volume of 
buying was really apparent. Post-Christmas sales seem to 
have completed the “selling-out” process. Many sales were 
advertised, frequently based on goods picked up at con- 
cessions from manufacturers who had not been able to 
get them out before Christmas. As the year closed, many 
stores were reminiscent of the war period when curtail- 
ments of civilian production had cut so drastically into 
supplies. 


Overdoing a Good Thing 


Signs of caution in inventory policy have been appar. 


ent on every hand for over two years. Business generally 
has feared a cycle of boom and bust like that following 
World War I and refused to overstock. We have cop. 
sistently endorsed this policy of restricting inventories, 
The low-inventory policy has not only protected business 
itself but has helped to restrain inflation. But we believe 
it can be carried to an extreme where it definitely takes 
on the character of overdoing a good thing. 

Some people may argue that limiting the supplies 
offered did not cut sales much. This may be correct, be- 
cause the Christmas tradition is so strong that substitutes 
will be accepted for gifts though they would never be 
purchased by the user. 

The public will buy undesired merchandise if it has no 


choice, but it won’t like it. In the end, it costs the stores . 


something through the fixing of adverse public attitudes, 
A national survey last year indicated that the American 
people did not think too highly of their local stores, even 
as to courtesy and friendliness. Although such “public 
beliefs” may be inaccurate, they do affect profits —not 
only through loss of sales, but also through lowered capac- 
ity to attract high caliber employees and aggravated 
turnover problems. When particular stores offer less effec- 
tive service than the average, their loss of sales to com- 
petitors is of course accentuated. 

It is all too easy in a period of uncertainty and high 
volume to let restriction of oiierings go beyond a valid 
effort to hold risks within reasonable bounds. If this 
policy is carried so far as to eliminate the markdowns 
that have always been a consequence of seasonal selling, 
it becomes a kind of effort to avoid normal business risks. 
Such an attempt to do business on a risk-free basis must 
inevitably end up in not doing business. 


Another Kind of Seller's Market 

lf, instead of buying everything he can get because he 
knows it will sell quickly, the merchant buys only what 
he is sure he can sell at a profit, the old seller’s market 
has indeed vanished; but what has appeared is not a 
buyer’s market but just another kind of seller’s market. 

When the stores do not have what the consumer wants, 
they in effect say, “Take what we have or go without.” 


We do not attribute such disregard of the consumer's - 


interest to many retailers. It is rather that they have been 
so schooled in the fears of a business letdown that their 
judgments and policies are biased toward safety. The 
exaggeration of every sign of weakness by the “experts” 
and commentators has created a widespread impression 
of impending economic disaster. Volatile, near-panic 
swings of sentiment are not conducive to calm, reasoned 
action on the part of the individual businessman. 

The article on page 8 indicates that the facts do not 
justify many recent fears about buyers’ strikes and re- 
duced consumption. It shows that consumer purchases are 
not departing widely from their normal relationship to 
incomes; that the income distribution is relatively favor- 
able to high-level consumption; and that accumulated sav- 
ings are still well distributed through all income groups. 

Unfounded fears cannot provide a basis for sound 
business policy. Success lies not in avoiding risks, not in 
refusing to take occasional losses, but in doing the good 
job that pays off most of the time. The best results just 
aren't possible without taking the chances inherent in 
maintaining adequate stocks, balanced for the convenience 
of customers. 
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HIGHLIGHTS OF BUSINESS IN DECEMBER 


Economic activity continued relatively unchanged in De- 
cember, though affected by unexpected seasonal move- 
ments in some lines. Department store sales, which had 
fallen below the 1947 level in November, made a sharp 
recovery in the latter part of December, bringing the 
Christmas trade above 1947. This is attributed partly to 
a return to the prewar pattern of buying. Apparently 
consumers felt that the availability of goods was suf- 
ficiently improved to permit shopping at the last minute; 
how some were disappointed in this assumption is indi- 
cated on the facing page. 

Construction contract awards were also below 1947 
in November, with the decline centering in residential 
construction. How much of that decline is due to a re- 
lease from the acute pressures prevailing a year ago and 
a consequent shifting back toward old seasonal patterns 
cannot be definitely determined at this time; and the 
future of housing activity may not be clarified until after 
the seasonal upswing is under way next spring. Engineer- 
ing contract awards moved up again in December to a 
level substantially above that of 1947, 


The Passing of Inflation 


There can be no denying the signs that inflation is 
disappearing. Wholesale prices have been sliding and at 
the end of the year were significantly below the level of 
a year earlier for the first time in over eight years. The 
consumers’ price index was also down from the summer 
peak and appeared likely to reach the previous year’s level 
hy the end of the year. (See chart, p. 5.) 

A variety of factors that may be summed up under 
the two headings, increased production and reduced back- 
logs of demand, account for most signs of weakness. 
Daily headlines call attention to the changed situation. 
Prominent mention is made of such items as price-cutting 
in petroleum products, chemical shortages disappearing, 
electric appliances piling up, and immediate deliveries on 
higher-priced cars. Reports of temporary layoffs of fac- 
tory workers have consistently made the news, including 
a number of minor shutdowns for repairs or inventory- 
taking which would not have received space under other 
circumstances. 

In interpreting these changes it should be remembered 
that the course of business is seldom uniform. There are 
always layoffs. There was bound to be a catching up with 
postwar backlogs. The disappearance of inflation and the 
return of competition are not deflation, and do not neces- 
sarily bring on a recession. 


Inventories Not Excessive 


Contrary to the impression created by large increases 
in the dollar value of business inventories to $54 billion 
at the end of October, inventories are not large in rela- 
tion to sales. The inventory-sales ratio for October was 
up 10 per cent over October, 1947, but still 20 per cent 
lower than in 1939. Declines from 1939 approached or 
exceeded this magnitude in most lines of business; notable 
exceptions are the strong transportation equipment in- 
dustries, with little or no decline from prewar ratios. 

October department store inventories were about 15 
per cent above the level of October, 1947, and the in- 
ventory-sales ratio increased about 10 per cent over the 
year. However, total orders outstanding at the end of 
October were down 23 per cent, so that the ratio of com- 
bined inventories and outstanding orders to sales was 
down more than 5 per cent. 


High Level Employment and Incomes Continue 


' Total civilian employment declined by a half million 
between November and December, to 59.4 million, ac- 
cording to the latest Census Bureau report. As in the 
preceding month, the decline was due entirely to the 
seasonal decline in agricultural employment. This was 
partly offset by an increase of slightly more than 100,000 
in nonagricultural employment, making a record high of 
52.1 million for the month of December. 

Although total nonagricultural employment did not 
again reach the summer peak, the number who worked 
full time (35 hours or more) in the December week was 
the highest since last June and was over 3 million higher 
than in November. Average hours for nonfarm workers 
were estimated at 41.9 in December. 

Unemployment, estimated at 1.9 million in December, 
was up 100,000 from November. The figures give no indi- 
cation of concealed unemployment in the form of tem- 
porary layoffs, as there was a decline of almost 70,000 in 
the number with jobs but not at work. 

The Department of Commerce reported an increase 


of $1.1 billion in personal incomes in November, setting . 


a new record annual rate of $216.7 billion. Preliminary 
indications based on employment, wage, and sales data 
are that the upward trend continued in December. 


Decisive Increases in Government Expenditures 


The budget put before Congress by President Truman 
includes expenditures of almost $42 billion and receipts 
of $41 billion in fiscal 1950. This level of expenditures 
will be approximately $1.7 billion higher than the revised 
estimate for the fiscal year 1949. There is a distinct prob- 
ability that total expenditures will exceed the budget 
estimate. For example, the estimate for national defense 
is $14.3 billion, but larger total authorizations will in- 
crease expenditures if the military agencies are able to 
push théir programs along more rapidly. In addition, the 
budget estimates do not include military aid to Western 
European countries; this program is to be given separate 
consideration later. Another important payments item, 
one not considered a budget expenditure, will be the 
refunds to veterans of excess insurance payments, to be 
made in the latter half of this year; these are variously 
estimated at anywhere from $1 to $3 billion. 

On the receipts side of the budget, a net increase of 
about $1.5 billion was projected in arriving at the $41 
billion total. This allows for large increases in taxes and 
large deductions for proposed programs like the expan- 
sion of social security. Estimated direct taxes on indi- 
viduals were up only a half billion in an estimate based 
on a projected $215 billion level of personal income. As 
indicated above, personal income is already running in ex- 
cess of this level, so that the estimate may be regarded as 
conservative, making some provision against the contin- 
gency of a minor decline during the next year and a half. 

Estimated expenditures of $6.7 billion for inter- 
national affairs and finance are down only a half billion 
from the revised estimate for the fiscal year 1949. This 
probably contemplates only a small decline in ECA ex- 
penditures after the peak to be reached next spring or 
summer. In the meantime, November exports were re- 
duced to their lowest level in over two years by maritime 
strikes. At $819 million they exceeded imports of $550 
million by only $269 million, or an annual rate of only 
a little over $3 billiof. 
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ILLINOIS BUSINESS ACTIVITY 
Percentage Changes November, 1947, to November, 1948 
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General Summary for Illinois 


Despite considerable shifts and adjustments in Illinois 
business activity in November, there was no general let- 
down from last month’s high levels. On the positive side 
electric power was firm, while life insurance sales and 
employment in manufacturing establishments continued 
relatively steady. Several sectors, such as coal and pe- 
troleum production, bank debits, manufacturing payrolls, 
and consumer prices in Chicago, exhibited weaknesses 
on a month-to-month basis, though they were still above 
the corresponding period of 1947. On the other hand, 
farm prices, building permits, and construction contracts 
awarded declined on a monthly basis,-and continued on a 
lower level than that of the preceding year. 

While department store sales climbed about 7 per cent 
above the October level, they still lagged about 2 per cent 
below the volume of November, 1947. 


Farm prices continued their downward trend; the No. 
vember index figure was 242 per cent of the 1935.39 
average, having dropped almost 20 points from the level 
of October, 1948, and declined 45 points from the level 
of November, 1947. 

Whereas the 40 per cent drop in construction cop. 
tracts awarded in November, 1948, relative to November, 
1947, appears to denote a significant decline, an inspee- 
tion of the indexes of Illinois business (back page) indi- 
cates that the November, 1947, index figure of almost 50) 
was the peak for that year and can hardly be used as 4 
typical comparison value for the percentage change of 
construction awards on a yearly basis. Since 1944, the 
general level of construction awards has shown a steady 
increase, and there is no evidence that the 18 per cent 
decline from the October, 1948, figure is anything more 
than a normal seasonal phenomenon. 

November building permit valuations tumbled 20 per 
cerit below the October volume, remaining about 9 per 
cent below the level of November, 1947. 


ILLINOIS BUSINESS INDICATORS, 
NOVEMBER, 1948 


Index Percentage 
1935- Change from 
Indicators 1939 = 

100 Oct. Nov. 

1948 1947 
149.1 — 4.2] + 7.6 
Employment—manufacturing*.....| 129.2 | + 0.1 | — 2.8 
Payrolls—manufacturing®. 305.4 — 0.6} +24 
Depart ment store sales in Chic agot etic +69] — 1.6 
Consumer prices in Chicago®...... 175.9 | — 1.2] + 4.5 
Building 522.9 | —20.2 | — 8.9 
Construction contracts awarded®...| 296.3 | —18.1 | —39.6 
243.2 | — 6.2 | —14.8 
Life insurance sales (ordinary)?. . . 166.2 + 2.7) -—12.1 
Petroleum production”. .......... | 239.6 — 3.3 | + 2.9 


"Federal Power Commission ; * Department of 
Mines and Minerals; * Illinois Department of Labor; ‘ Fed- 
eral Reserve Bank, ‘Ith District; *U. S. Bureau of Labor 
Statistics; *F. W. Dodge Corporation ; * Board of Governors 
of the Federal Reserve System; * Illinois Cooperative Crop 
Reporting Service; ° Life Insurance Agency Management 
Association; * State Geological Survey. 


UNITED STATES WEEKLY BUSINESS STATISTICS © 


1948 
Dec. 27, 
Item 1947 
Dec. 25 Dec. 18 Dec. 11 Dec. 4 Nov. 27 
Production: | 
thous. of short tons..| 1,898 1,886 1,993 1,914 2,026 1,700 
Electric power, by utilities........... mil. of kw-hr........ 5,550 5,790 5,705 5,646 ) 5,374 4,830 
Motor vehicles (Wards) number in thous... .. 89.7 117.0 117.9 119.0 83.3 72.6 
5,641 5,645 5,620 5,615 5,617 5,285 
ob 1935-39 =100....... 178.9 201.9 201.9 202.1 200.3 169.8 
Freight carloadings................... thous. of cars....... 609 755 783 804 723 599 
Department store sales................ 1935-39=100....... 471 576 564 485 347 358 
Commodity prices, wholesale: 
Other than farm products and foods. ..1926=100.......... 152.8 453.1 153.4 153.4 133.5 146.5 
August, 1939=100... 296.0 296.3 301.6 304.2 306.4 353.4 
inance: 
mil. of dol... 15,614 15,595 15,459 15,527 15,545 14,719 
Failures, commercial................ Sry 116 122 126 101 3 
Stock prices, 416 stocks (S & P)...... 1935. co) ere 119.2 119.4 119.9 118.4 118.0 124.7 


Source: Survey of Current Business, Weekly Supplement, January 7, 1949. 
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RECENT ECONOMIC CHANGES 


Production Changes Mostly Seasonal 


Steel and automotive output recovered quickly from 
the holiday letdown and entered the new year at peak 
levels. Early estimates put steel production for 1948 at 
88.5 million net tons of ingots and castings, a record for 
peacetime operations. Finished steel shipments were ex- 
pected to be higher than in any previous year, peacetime 
or wartime; the increase is accounted for by greater 
efficiency in converting raw steel into finished products. 
Automotive manufacturers estimate the year’s output at 
5,282,000 cars and trucks, with a tenth more passenger 
cars turned out than in 1947, and new record truck pro- 
duction of nearly 1,360,000. 

In coal mining, a slump in production is indicated by 
many sources. Mild weather through December was cited 
as an important factor for the growth of large inven- 
tories at the mines and at users’ plants. National reserves 
of soft coal totaled about 70 million tons, the equivalent 
of more than 40 days’ supply. Hard coal, too, was affected; 
with nearly 2 million tons in reserve, the anthracite 
miners’ work week was being cut severely. Hardest hit 
of coal producers have been marginal producers of low- 
grade coal, the market for which has dropped consider- 
ably. Illinois soft coal mines were operating four or five 
days a week as compared with the six-day work week 
of a few weeks ago, when the miners were collecting 
overtime for the sixth day. Pay checks have shrunk con- 
siderably in consequence. This development has led John 
L. Lewis to advocate a shorter work week to spread 
employment. 

One bright note for the new year is the nation’s im- 
proved supply of gasoline and fuel oil. After six years of 
scarcity, there are good supplies of gasoline and abun- 
dant oil for home heating. Heavy fuel oil stocks are now 
so large that the major oil companies have cut prices as 
much as 25¢ a barrel. National crude oil output is running 
over 514 million barrels a day — more than 350,000 barrels 
above the daily rate of last year. Increased production 
is turning out over 400,000 more barrels of refined prod- 
ucts each day than a year ago. Other causes for the 
improved supply are increased imports, more tankers to 
transport the oil, and the unusually warm fall months. 


Incomes and Profits Higher 


The Department of Commerce reports that national 
income reached an annual rate of $227.3 billion in the 
third quarter, a new peak nearly $6 billion above the 
second quarter rate. Corporate profits before taxes, at a 
seasonally adjusted annual rate of $35.6 billion in the 
third quarter, were more than 6 per cent above profits in 
the second quarter and more than 20 per cent above 
profits in the third quarter of 1947. For the year as a 
whole, national income was estimated at $224 billion, 
Il per cent above last year’s $202 billion. 


Record Construction in 1948 


Department of Commerce-SEC data indicate a total 
expenditure of more than $18.8 billion on new plant and 
equipment in 1948, about $2.6 billion above 1947. Expen- 
ditures were especially heavy in railroads and electric 
and gas utilities. Private capital investment in 1948 set 
anew high both in dollar volume and in physical volume. 
Planned investment in new facilities in the first three 
months of 1949 is estimated at $4.4 billion, somewhat 


less in terms of physical volume than in the final quarter 
of 1948, but higher than that of the first quarter of 1948. 

The discussion of a program for Illinois roads contin- 
ues at Springfield. Farm groups, advocating that a portion 
of highway-user taxes be used to support local rural roads, 
made a long step toward their goal recently when the 
legislative commission studying the road situation ap- 
proved a new plan for apportioning highway funds. 
Formerly State funds were used for primary roads, State- 
aid roads, and urban streets; township roads were main- 
tained through appropriations from general funds. 

Robert Dewey, State Director of Aeronautics, will 
recommend to the Assembly an initial appropriation of 
$9 million for air facilities to start a long-range program 
which would require more than $150 million in the next 
20 years. About $5 million of the first appropriation 
would be used to expand facilities in Chicago. 


Prices Lower or Level 


The BLS wholesale index has been sliding since Sep- 
tember and on December 28 was at 163.5 per cent of the 
1926 average. This was down 1 per cent from a month 
before, and was slightly below the previous year for the 
first time since 1944. Farm products were up during the 
month; food prices fluctuated over a narrow range with 
almost no net change; all other commodities fell slightly. 

The consumers’ price index dropped slightly in the 
month ended November 15 for the second straight month, 
as shown in the accompanying chart. Food prices, which 
dropped 1.9 per cent, were a major factor in the decline; 
after dropping for the fourth consecutive month, they 
were more than 4 per cent below the July high. The 
decline continued into December, eliminating most of 
the margin over last year. 

Farm prices dropped again between November 15 and 
December 15, from 271 to 268, whereas prices paid by 
farmers did not change from the November index of 247. 
Thus the parity ratio dropped another point, to 109, 14 
points below that of December, 1947. 


CONSUMER'S PRICE INDEX, 1946, 1947, and 1948 
(1935-1939 = 100) 
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Source: Bureau of Labor Statistics. 
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Lower Income for Agriculture 


Despite record production in 1948, the USDA says 
farmers had a lower net income, mainly because of higher 
costs, but gross income will be higher, about $600 million 
above 1947’s $30.2 billion. Income for the month of De- 
cember was an estimated $2.6 billion, 7 per cent under 
last year. 

In the four months, July 1— November 1, farm real 
estate prices rose 2 per cent to 177 per cent of the 1912- 
14 average, a new high. The increase is 8 per cent over 
last year and 113 per cent above a 1935-39 average. In 
Illinois, the increase was 126 per cent of the 1935-39 
average, whereas percentage increases in neighboring 
lowa and Indiana were 113 and 159, respectively. There 
were 27 states with increased real estate prices, 21 with 
lower. 

In comparison with the high prices for farm land in 
1920, Illinois, Missouri, lowa, Wisconsin, North Dakota, 
South Dakota, Nebraska, and Minnesota all report lower 
farm land prices than in that year. Available data seem 
to indicate fewer sales of farms this year, with owners 
reluctant to sell and buyers equally reluctant to pay the 
high prices. 


Department Store Sales Encouraging 


The Federal Reserve Board’s weekly unadjusted in- 
dex of department store sales, which caused a great deal 
of concern in November and early December, was more 
encouraging later in December. For the week ended De- 
cember 25, the index had risen 32 per cent above the 
corresponding week in 1947. The Federal Reserve Board 
points out, however, that there were two extra shopping 
days in Christmas week this year. 

In total dollar volume, retail sales in November, of 
more than $11 billion, were 3 per cent higher than in 
November, 1947. After adjustment for seasonal varia- 
tion, sales were somewhat below those of October, 1948, 
with declines registered in durables and non-durables of 
1 per cent and 1.5 per cent, respectively. 


Closed Shop Bans Upheld 


Big news in labor this month was the decision of the 
United States Supreme Court that the individual states 
were constitutionally able to forbid labor contracts calling 
for closed shops. In test cases brought by the AFL 
against North Carolina, Arizona, and Nebraska, the court 
upheld state laws prohibiting denial. of employment be- 
cause of either membership or lack of membership in 
unions. Thirteen other states have similar laws, and four 
have regulated closed-shop contracts in other ways. One 
provision of the controversial Taft-Hartley law also bans 
closed-shop contracts. 

Despite the number of much-publicized strikes in 
1948, BLS data show that man-days lost, numbering an 
estimated 33,000,000, were lower than in 1947 when man- 
days lost totaled 34,559,000. The record loss was in 1946, 
when 116,000,000 man-days were lost. Calculations were 
based on man-days actually lost through October and 
unofficial estimates for the last two months of 1948. 

Total employment averaged 5914 million during 1948, 
exceeding the previous record of 1947 by 114 million. 
Somewhat more than this increase occurred in the non- 
agricultural working force, partly offset by a small decline 
in farm employment. Unemployment averaged 2,050,000, 
about 100,000 less than in 1947. 


New Increase in Rail Rates 


The ICC this month granted temporary additional rate 
increases ranging from 4 to 6 per cent in different 
regions, with the average for the nation somewhat above 
5 per cent. The railroads had requested temporary jn. 
creases of 8 per cent while awaiting action on petitions 
for permanent increases of 13 per cent. It was estimated 
that the increases granted would raise revenue by $425 
million. 


Exports to Eastern Europe Down 


A graphic comparison of United States trade with 
Eastern Europe brings out two main points: that United 
States exports to Eastern Europe have fallen off sharply 
this year, whereas Eastern European exports to the 
United States have remained high. The accompanying 
chart shows the monthly volumes with 1938 and 1947 
data to aid comparison. It may be noted that exports to 
the U.S.S.R. have dropped almost to nothing in conse- 
quence of the American policy of restricting exports to 
that nation to limit its war potential. U.S.S.R. exports to 
the United States have maintained a high level. The drop 
in October is attributed mainly to a decline in furs 
shipped; and Russia has shown no inclination thus far 
to stop manganese and chrome shipments (both part of 
our stockpiling program). The question raised by this 
situation is: Will Russia eventually retaliate against this 
kind of economic warfare or will she be satisfied to use 
her dollar balances to procure needed goods in other 
countries? 
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BUSINESS BRIEFS 


Census of Business 


The 1948 Census of Business is scheduled to start on a 
limited scale during the month of January. Covering the 
continental United States and the territories of Hawaii 
and Alaska, the Census will canvass the distribution 
trades: retailers, wholesalers, and selected services. The 
country will be divided into 35,000 districts, and 4,000 
temporary Census employees will do the interviewing 
necessary for a complete field canvass of this scope. The 
peak of operations is expected to be reached in several 
months, and the first preliminary results will be released 
in the latter half of the year. Final Census volumes, sum- 
marizing the special area and trade reports previously 
released, will become available early in 1951. 


Self-service Retailing 


The Progressive Grocer, national magazine of the food 
trade, has recently published an excellent book containing 
the latest information on the application of self-service 
to food retailing. The book, Self-Service Food Stores, 
offers the food merchant valuable information on almost 
every phase of self-service retailing. Among the topics 
discussed are how to convert a store to self-service, how 
to improve store layouts and equipment, and how to 
handle credit and delivery. It also explains the “know- 
how” of speedier check-out systems, pre-packaging of 
perishables, and product display. Actual store situations, 
illustrated by numerous pictures and diagrams, are used 
to make clear how self-service food stores may be 
properly built and properly operated. 


Aluminum Shortage 


The Aluminum Company of America has announced that 
it will be necessary for it to curtail allocations of alu- 
minum products to customers during the early months of 
1949. The critical supply and demand situation is due not 
only to increasing military requirements for defense but 
to droughts throughout North America which have cut 
down materially the large quantities of steady electric 
power which are required for the commercial production 
of aluminum. Alcoa production capacity will be reduced 
by approximately 40 million pounds per year in February, 
when its Niagara Falls smelting plant closes permanently 
because electric power will no longer be available. If 
present heavy demand continues, shortages cannot be 
eliminated before mid-1949. 


Training Supervisors 


A new book on the training of supervisors, Supervision in 
Business and Industry by R. D. Loken and E. P. Strong 
(Funk and Wagnalls, $3.50), has as its central theme that 
a supervisor should be a leader rather than a boss, and 
describes a practical training course to develop “individ- 
alized, humanized supervision.” Illustrated by actual case 
histories, the book stresses the management responsibil- 
ities of supervisors and the kind of training program that 
will develop supervisors who are able to apply the prin- 
aiples of good management to everyday situations. The 
result of a survey of various training programs through- 
out the country, the training course outlined describes the 
methods, skills, and knowledge needed to make good 
supervisors out of workers untrained in management. 


FARMING UNITS: 


Farm Classifications 


A new classification, developed by the Bureau of the 
Census and the Bureau of Agricultural Economics, has 
revealed that over 25 per cent of the farms counted in 
the last Census carry on farming on such a small scale 
that they are not really farms at all. The new classifica- 
tion separates full-time farms from part-time and resi- 
dential units that are primarily places to live although 
they make up 27 per cent of the United States total. Most 
farmers do not class as farms these units which con- 
tribute only about three per cent of the total value of 
farm production. Yet, as shown in the chart, they make 
up 24 per cent of the farm population figure that is used 
in calculating per capita farm income, and thus tend to 
distort the farm income picture. Another 16 per cent of 
the nation’s farms, classed as small-scale farms, are so 
small as to be questionable. Only by a separate grouping 
of these smaller units, which are concentrated in such 
areas as the Southern Appalachians and the cut-over 
areas of the Lake States, is it possible to get a true pic- 
ture of full-time farming in the United States. 


PERCENT OF TOTAL 


FARM POPULATION 
VALUE OF PRODUCT 


10 20 30 
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Source: Bureau of Agricultural Economics, U. S. Department 
of Agriculture. 


Illinois Coke 


During the war years, the Illinois State Geological Survey 
started research on the use of Illinois coal in the produc- 
tion of metallurgical coke in order to eliminate much of 
the transportation cost and delays resulting from the 
shipment of Appalachian coal for use in the by-product 
coke ovens of the Chicago and St. Louis areas. Further 
impetus was given the research by the growing scarcity 
of top-quality Eastern coking coals, now the principal 
source of coke for both Eastern and Lake blast furnaces. 

Research on the practicability of blending low-sulfur, 


(Continued on page 9) 
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CONSUMER EXPENDITURES AND SAVINGS 


Marcaret G. Rew, Professor of Economics 


Patterns of consumer expenditures and savings in relation 
to income are of great current interest to those concerned 
with the demand for consumer goods and with the amount 
of savings seeking investment. They also provide the per- 
spective in which to judge changes in sales so that sound 
business policies may be established. 

Two very different types of data throw light on these 
patterns: national totals of income and expenditures, 
usually on an annual basis, and survey data obtained by 
interviewing families or individual consumers about their 
expenditure habits and income status. Though much re- 
mains to be done in further developing and refining these 
data, an examination of what is currently available brings 
out several significant points on consumption trends. 


Expenditures Again Moving in Line with Incomes 

For prewar years shown in Chart 1 expenditures 
tended to fluctuate closely with income. Drops in income 
were accompanied by smaller drops in expenditures, and 
rises in income by smaller rises in expenditures. The two 
always moved in the same direction. 

During the war years, an ever-widening gap appeared 
between the two series. Curtailment of civilian produc- 
tion, depleted retail inventories, expansion of the armed 
forces, and increased pressure to buy war bonds, all 
worked together to make civilian expenditures lag behind 
the rise in income. 

With the end of the war, and the resultant lifting of 
civilian production and spending controls, expenditures 
rose very sharply, even more sharply than income. This 
was especially true for the years, 1945-47, and is graph- 
ically portrayed in Chart 1 by the rapid narrowing of the 
gap between the two series for these years. Many factors 
contributed to this sharp recovery. When the war ended, 
there was a large backlog of demand for durable goods, 
and families had acquired a large volume of liquid assets 
from wartime savings. During late 1945 and 1946 de- 


Chart 1. NATIONAL DISPOSABLE PERSONAL 
INCOME AND PERSONAL CONSUMER 
EXPENDITURES, 1929 TO 1948 
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Source: U. S. Department of Commerce. 


mobilization brought a marked increase in the demand for 
men’s clothing, house furnishings, and many other goods, 
At the same time, the high birth rate continued to add 
many persons to the population. Increasing production 
and prices combined with pent-up demand to make con. 
sumer expenditures higher than ever before. 

The change in actual goods and services going to con- 
sumers is indicated by the rise in consumer expenditures 
adjusted for price changes. From 1941 to 1947, expend. 
itures doubled, but prices were up about 50 per cent, so 
that real volume increased by approximately one-third, 
Allowing for the population change, this amounted to 
about a fourth more per person. Even higher levels are 
likely if productive capacity is fully used in a peacetime 
situation. 

In 1948, expenditures again began to lag behind in- 
comes, increasing less than a given rise in income, sim- 
ilar to the pattern of the prewar years. For the first time 
since 1944 the percentage spent declined as compared 
with the preceding year, and the percentage saved rose 
correspondingly. Approximately 7 per cent of personal 
disposable income was saved in 1948; although this is 
higher than most of the prosperous years before the war, 
it is still a third below the 10.6 per cent saved in 1941. 
Thus, while it appears that the special postwar spending 
boom is nearing an end, expenditures are not far from 
what might be expected on the basis of prewar experience. 


Income Distribution Is More Nearly Equal 


These trends in national totals tell us little about the 
spending and saving patterns within the population. For 
this, facts as to the distribution and use of income are 
needed. The 1948 Survey of Consumer Finances, spon- 
sored by the Federal Reserve Board, provides an estimate 
of the distribution of income among families and individ- 
uals in the year 1947, and compares it with similar data 
for 1941. For both these years, the cumulated percentage 
of families having less than a given income has been 
plotted on Chart 2 against the percentage of total income 
held by that group. The result, shown by the two curved 
lines, provides a rough measure of inequality in the in- 
come distribution; perfect equality is illustrated by the 
diagonal line on the chart, for then all families would 
have the same income. 

On this basis, the distribution in 1947 appears to have 
been somewhat nearer equal than in 1941. Part of this 
difference is due to coverage: the 1941 survey included 
single consumers living in hotels and large boarding 
houses, whereas these were excluded from the 1947 sur- 
vey. Since single consumers have relatively low incomes 
as compared with families, the omission of any portion of 
them may increase somewhat the measure of income 
equality secured. However, the incomes shown here are 
those before taxes. Income taxes were appreciably higher 
in 1947 than in 1941, and a highly progressive income tax 
tends to equalize the incomes left at consumers’ disposal. 
All in all, the data suggest some increase in equality from 
1941 to 1947, 

Since low-income groups spend a larger proportion of 
any additional income, this lessening of income inequality 
tends to increase somewhat the percentage of income 
spent. In any case there is no indication here that any 
large part of the population is so much worse off that 
aggregate expenditures might be lowered. 
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Chart 2. DISTRIBUTION OF MONEY INCOME TO 
FAMILIES AND SINGLE CONSUMERS, 


1941 AND 1947 
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PERCENTAGE OF FAMILIES AND SINGLE CONSUMERS 
Source: Federal Reserve Bulletin, June and August, 1948. 


Savings Backlog Still Large 

The availability of liquid assets other than current 
income may also affect consumer spending. A brief sum- 
mary of the facts on savings and liquid asset holdings of 
family and individual consuming units in the various 1n- 
come groups is given in Table 1. The savings are net 
savings out of current incomes in the indicated years; 
and since spending not financed by income is greater than 
the savings of families with savings in the lowest income 
groups, there are negative savings, or net dissavings, in 
these groups. The liquid asset holdings, on the other hand, 
are total holdings at the time of the surveys, whether 
accumulated from past savings or obtained from other 
sources. 

Among consuming units with identical positions in the 
mcome scale, savings were distributed in much the same 
way in 1941 and 1947, The dissavings among the lowest 
income group were, however, much higher in 1947 and 
this was no doubt due partly to the fact that the people 
in this group, as in all others, had greater accumulated 
savings to draw upon. There was an almost corresponding 
rise in the highest group, involving a shift of 5 or 6 per 
cent of savings, out of total 1947 savings of $9 billion. 

The income at which expenditures equalled income, 
with neither savings nor dissavings on the average, was 
also at about the same point on the income scale in these 
two years. In dollars, however, it was at a much higher 
level in 1947, about $1,750 as compared with $800 in 1941. 
From 1941 to 1947 it moved up considerably more than 
prices and somewhat more than total income. This shift 
suggests that consumers not only bought more goods but 
were willing to draw on savings or go into debt in order 
to get a higher standard of consumption. 

The similarity between 1941 and 1947 in the pattern 
of savings among income groups should not be looked 
upon as accidental. It fits into the pattern shown in 
Chart 1. There is probably no year in which some con- 
sumers do not draw on their savings because of illnesses 
and other emergencies or for support in old age. The 


purchase of durable goods also cuts into the savings of 
some ; and 1941 and 1947 are much alike in the percentage 
of expenditures going to such purchases. 

From the lower part of the table, one thing is clear: 
despite the fear of possible exhaustion of savings among 
the lower income groups, the distribution of liquid asset 
holdings in 1948 was more in favor of the lowest income 
group than in 1946 or 1947. In the two years covered by 
this table, liquid assets increased $12 billion, reaching a 
total of $130 billion. Thus, the absolute dollar total in the 
hands of the lowest income group increased even more 
than the 2 per cent shown in the table. At the same time, 
the share of the highest income group increased still more 
rapidly. The figures do, however, indicate that liquid 
assets should continue to be an important factor in de- 
mand. Unless prices turn radically upward, or incomes 
fall as a result of declining business in other sectors of 
the economy, the facts point to sustained consumption. 


Table 1 


PROPORTION OF TOTAL SAVINGS AND LIQUID 
ASSET HOLDINGS IN VARIOUS INCOME 
GROUPS, 1941, 1946-1948 


A. SAVINGS 


Percentage of Total Net 


Consuming Units Ranked Savings in 
by Size of Income 
1941* 
7 8 


B. LIQUID ASSET HOLDINGS 


Percentage of Total Liquid 
Assets Held Early in 


1948 1947 1946 


Consuming Units Ranked by 
Preceding Year’s Income — 


15 16 17 


Source: Federal Reserve Bulletin, July, August, 1948. 

“There were minor differences in coverage in the two 
years and some difference in grouping persons into consum- 
ing units. Minor adjustments would occur if the data were 
made comparable on these two scores. 


Business Briefs — Continued 


high volatile Illinois coals with Eastern coals has revealed 
that coal from the low-sulfur areas in Franklin and Saline 
counties can be used continuously in blends with Eastern 
coals for the production of coke which is suitable for use 
in blast furnaces. The use of such coke in St. Louis and 
Chicago has resulted in sizable transportation savings. 

The Koppers Company plant at Granite City has car- 
bonized Illinois coal blends since April, 1944, and has 
recently used a blend containing 65 per cent coal mined 
within 80 miles of the plant. Other Illinois coke producers 
are showing increased interest in this method of mining 
Illinois coal for metallurgical coke. 
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LOCAL ILLINOIS DEVELOPMENTS 


More than the usual variation in business activity was 
shown by downstate cities, though their average did not 
differ appreciably from that of Chicago. Changes in the 
Chicago area were generally less extreme than those for 
the other cities in the State. 


Labor 


For the third consecutive month, manufacturing em- 
ployment continued almost unchanged from the previous 
month and slightly lower than in the corresponding month 
of the previous year. Employment changes in the various 
cities, as shown in the table on the opposite page, were 
relatively moderate, generally less than 5 per cent. A 
notable exception, however, was Bloomington, down 14 
per cent in the month and 37 per cent for the year. 

Manufacturing payrolls in November averaged about 
the same as in October although the advance over No- 
vember of 1947 was less than the margin reported last 
month. Springfield and Belleville were well above the level 
of the State as a whole, in the year-to-year comparison. 

Illinois labor officials reported no indication of a major 
change in employment in the Chicago area. Most of the 
scattered employment cuts have been small and have 
occurred in the radio and appliance field. The Western 
Electric Company recently laid off 775 employees, although 
the company states that it is still operating above normal. 

A guaranteed annual wage and a 30-hour week for 
miners have been advocated by the Progressive Mine 
Workers’ newspaper. Mechanization of the larger mines 
has reduced employment but has increased production 
and is certain to affect the economic status of the miner. 
It is believed that, with increased mechanization, miners 
will be able to produce all the coal the nation needs in a 
30-hour work week. 


Retail Trade 


November retail sales in Chicago independent stores 
showed no gain from the previous month, according to 
Census Bureau figures. The margin over the same month 
of 1947 dropped from 6 per cent in October to only 
1 per cent in November. As compared with November, 
1947, levels, the trend was mixed, with about half of the 
groups higher. The apparel store sales declined 11 per 
cent from last year and were well below the average for 
the State as a whole. Sales in the general merchandise 
group were up 13 per cent; this was the only group to 
show a gain over October. Groups that declined most 
were the lumber-building-hardware, automotive, and sta- 
tionery stores, all falling between 10 and 15 per cent. 

Department store sales continued to advance season- 
ally in November, but fell below the same month in 1947. 
Joliet was the only city to show a substantial gain as 
compared with last year. 

The consumer price index in Chicago declined 1.2 
per cent between mid-October and mid-November, as 
food prices fell 2.8 per cent. The index went down to 
175.9 per cent of the 1935-39 average and compared with 
the same period a year ago was up 4.5 per cent. The drop 
in the Chicago food bill for November reflected price 
reductions for the most important foods. 


Construction 


For the second consecutive month, total building per- 
mit valuations fell on both a month-to-month and a year- 
to-year comparison. New residential construction re- 


mained relatively stable, whereas new nonresidential con. 
struction estimated valuation dropped 38 per cent, and 
additions, alterations, repairs and installations, 19 per 
cent, when compared with the previous month. Total 
estimated building permit valuation dropped 20 per cent 
as compared with October. Despite the large November 
decrease for the State as a whole, Joliet, Peoria, and 
Quincy showed gains of more than 125 per cent on both 
year-to-year and month-to-month bases. On the other 
hand, sharp declines were shown on both bases by Bloom- 
ington, Galesburg, and East St. Louis, all decreases 
exceeding 45 per cent. 

As a result of huge traffic gains by both river and 
lake lines, and the improved prospects for Congressional 
approval of the St. Lawrence Seaway, plans are being 
pushed for the expansion of Chieago’s port facilities. The 
inadequacy of Chicago as a St. Lawrence Seaway port 
is being stressed, and it is estimated that before Chicago 
can benefit from the trade the deep-water vessels will 
bring it will.be necessary to spend between one and four 
million dollars in improving port facilities, according to 
a revised estimate made by Lt. Gen. R. A. Wheeler. 

The Soya Feed and Oil Corporation has announced 
that the construction of a million-dollar soybean process- 
ing plant will begin this month in East St. Louis. Con- 
struction is expected to be complete by August, and more 
than 9,000 bushels of soybeans a day will be processed 
when the plant is in full operation. About four-fifths of 
the new plant’s product will be meal to be used in animal 
and poultry feed, and the remainder, edible oils, will be 
distributed to oleomargarine manufacturers. 


Southern Illinois Development 


Plans for developing the agricultural, industrial, and 
recreational facilities of Southern Illinois are now being 
considered by the Illinois Area Redevelopment Commis- 
sion. Senator Price W. Miller, Chairman of the Com- 
mission, reports that the dependency rate in the extreme 
southern counties is twice that of the State as a whole. 
Despite the fact that this area has good transportation 
by rail, water, and truck to near-by markets, extensive 
oil fields, and some important coal mines, investigation 
shows that it has not developed so rapidly as other parts 
of the State. 

Some of the recommendations under consideration 
include the purchase of 10,000 acres of land for a re- 
forestation program, development of Crab Orchard Lake 
facilities for industrial expansion, development of water 
resources, soil conservation, expansion of recreational 
and tourist facilities, and further research on coal uses. 

The Illinois Electric and Gas Company has announced 
a gas-rate reduction of over $100,000 for 14 communities 
in Southern Illinois. The cut, the result of a substitution 
of natural gas for artificial gas, averaged about 20 per 
cent, and went into effect in the following communities: 
Benton, Buckner, Carbondale, Carterville, Christopher, 
Crainville, DuQuoin, Energy, Herrin, Johnston City, 
Marion, Murphysboro, West City, and West Frankfort. 

Increased production of coal in Franklin County this 
fall was largely due to the opening of a new slope mine, 
the first of its kind in the country. Although one mine 
(Zeigler No. 1) was closed this month, Franklin County 
production is expected to be well maintained, because the 
new mine has a greater potential production than that 
realized by the closed mine in recent years. 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 


NOVEMBER, 1948 


Manufacturing! Building Bank Postal 
Employment, Payrolls Permits! St Debits? Receipts*® 
(Indexes 1935-39 = 100) (000) Sales? (000,000) (000) 
ILLINOIS. 129.2 305 4 $30,172 $8,057" $10,699" 
+0.1 —0. —20. +5. —6. +2. 
Percentage Change from. . ... (Nov, 42.4 5 43.6 +10.6 
NORTHERN ILLINOIS 
310.9 $13, 106 $8,098 $9 470 
ct., 1948....| +0. —0. 46.9 42.8 
Percentage Change from. . . (Nov, 1947..| —4.0 +0.5 -8.1 43.3 49.4 
Percentage Change from. . . (Nov, 1947...| +0.2 +133.4 ~10.3 +12.6 +32.4 
236.6 146 $23 $ 
Percentage Change from 1947...) +41 40.2 443.3 40.6 49.6 421.1 
- (Oct., —0. —1. +7. —3. +36.6 
Percentage Change from. . . 42.2 214.0 416.5 411.5 45.6 
Percentage Change from. . . 1947... —1.9 n.a. -5.5 +20.0 
Rock Island-Moline.......... 133.5 $ $ 26> $ 126 
ct. 1948...| +41 +4. —4.6 +14.4 
Percentage Change from. . . im7..| +2.2 47.9 ~19.0 48.3 423.7 
151.4 431.9 $273 96 $ 133 
Percentage Change from... Noy 1947...| +0.9 47.9 411.2 411.5 
CENTRAL ILLINOIS | 
et., 1948.... —14. —20.9 —45. n.a. +7. +8. 
Percentage Change from. . . 1947...| ~28 —45.6 415.7 +30.6 
—13.0 —é!. +5. n.a. — 10. +4. 
Percentage Change from. . . {Now, 1947... n.a n.a +8.7 +6.9 +27.6 
—0.1 —8. —40. n.a. —6. 
Percentage Change from. . . 1947..| 49.0 412.0 —27.6 417.3 429.2 
Percentage Change from... 1947..  —4.7 ~75.9 40.2 413.4 424.0 
1908. +2. +3.2 —56. n.a. +2.1 
Percentage Change from. . . Nov., 1947... n.a n.a —49 7 +18.0 
Peoria. +160.3 +328.6 $1,897 $ 184 $ 156 
Percentage Change from {Nov 1947..| +8.2 4404.3 -0.3 413.1 
Percentage Change from... —6.4 4350.7 -2.0 -~0.7 434.7 
+302.6 4747.5 $ 419 $ 73 $ 150 
Oct., 1948. | 44-1 421 —10.8 =f. —15.4 
Percentage Change from. . . 1947...| 42.8 415.8 +416 0.0 415.2 415.2 
SOUTHERN ILLINOIS 
Percentage Change from... 46.5 ~10.0 +6.6 411.5 
Oct., 1948.... —2. —3. —70. n.a. —7. +30 .9 
Percentage Change from. . . {Now 1947. | 46.8 +5.0 425.4 
485.6 +233.0 $ 51 n.a. $8 
Percentage Change from. . . (Now, 1947... + 28.1 ~6.3 +391 


* Total for cities listed. 
» Moline only. 
n.a. Not available. 


[11] 


_ Sources: ' Illinois Department of Labor. Data on employment and payrolls include plants in areas surrounding designated cities. 
“Research Departments of Federal Reserve Banks in Seventh (Chicago) and Eighth (St. Louis) Districts. * Local post office reports. 
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